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A Plea for the Man in the Ranks' 


By E. K. Hatt, Special Lecturer, 
The Amos Tuck School of Administration and Finance, 
Dartmouth College 


FE do not need to look back 100 years in this country to find in- 

dustry being carried on either by individuals or relatively small groups of 
individuals. The shoemaker owned his own tools, bought his own materials, 
completed his product and marketed it. The factories were small. The em- 
ployees and the management all lived in the same small town and were gen- 
erally well acquainted. 

Then came the invention of the steam engine, followed later by the dis- 
covery and development of electricity as motive power, and then followed the 
era of the rapid introduction of labor saving machinery. The result was that 
the production of one man was doubled, trebled and often multiplied even 
ten or twenty times. One after another came the big machines, the enormous 
plants and large industrial concerns, all of which resulted in tremendous in- 
creases in production. 

As the cost of production decreased, the product became cheaper and 
one after another new articles hitherto unknown appeared, and for all of 
them at these lower prices there seemed to be endless markets. 

Civilization and industry were in the boom and men were now producing 
in large groups instead of as individuals. 

It was literally an industrial evolution. Now what was the effect of all 
this on the artisan, the worker or the man in the ranks? There were two 
very distinct effects. The first one was the way it affected him in the ability 
to secure and participate in the enjoyment of material things—things for 
which he could exchange the money which he found in his pay envelope. He 
was able to have a greater diversity of food upon his table, more and better 
clothing, broader opportunities for himself and family in the way of educa- 

1 Although this paper was originally given in 1923 (before the Illinois Manufacturers’ Association) 
the treatment of the subject is equally true today. Mr. Hall’s views on industrial relations and per- 
sonnel work are widely quoted, and the principles that he presents do not date. He has made a 
careful study of working conditions in plants and his policy of arousing the best efforts of employees 
has been remarkably successful. He was Vice President in charge of Personnel and Public Relations 


of the American Telephone and Telegraph Company and is Chairman of the Intercollegiate Football 
Rules Committee.— Editor. 

The object of the publications of the American Management Association is to place before the 
members ideas which it is hoped may prove interesting and informative, but the Association does 
not stand sponsor for views expressed by authors in articles issued in or as its publications, 
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tion, entertainment and travel. Things that had been unknown or luxuries 
to his parents became commonplace or necessities with him, and he enjoyed 
many things which even the wealthy of the previous generation had not been 
able to secure. 

Let me give you an incident in that connection, if you need any proof 
of that statement. I happened to be in Washington not long after the Arm- 
istice—when the Plumb Plan, so-called, was presented to Congress. I noticed 
by the paper that it was going to be presented to the House Committee that 
day; so I went over to the capitol and heard the Plumb Plan presented to 
Congress, as a great and wonderful panacea for the industrial problem of the 
railroads. I sat there and pinched myself, to realize that such a scheme was 
soberly being presented to the United States Congress as a real, practical thing. 


Material Welfare and Unrest 


The Chairman of that committee said to the speaker or one of the speak- 
ers, who happened to be Mr. Morrison, Secretary of the American Federation 
of Labor, “Mr. Morrison, I should like to ask you a question. I deem it a 
very important question. I consider its answer of great importance. The 
question is so important that I have reduced it to writing. After I have asked 
it, I wish you would deliberate before you reply, but when you answer, I 
should like, if possible, to get a categorical answer. I would rather have this 
answer from you than from almost any man in the United States.” 

This was the question he asked : 

“Mr. Morrison, has there ever been a time in any nation at any time in 
history when the man who was working for wages was so well housed, so 
well fed, so well clothed, so well educated, so well entertained, as he is in the 
United States at this minute? I would like to have you answer yes or no.” 

After about twenty minutes, Mr. Morrison practically answered that 
there never had been any ‘such time. And yet, do you remember the con- 
ditions which prevailed a few months after the Armistice? Although the 
material welfare of the man in the ranks had never been so good as at that 
moment, there never was a time in the history of the United States when the 
unrest was so acute and so widespread, in industrial ranks as it was right then. 

It would naturally be expected that as a result of all these material bene- 
fits we would have found the industrial wage earner contented and perhaps 
even enthusiastic over the improvement in his conditions and his opportunities ; 
but on the contrary there had been developing for years an increasing unrest 
and dissatisfaction on his part with his relations with industry. It was obvious 
that there was something wrong with the industrial scheme which although 
it was providing him with great material benefits, was, at the same time, 
changing his attitude towards his job and towards industry as a whole. This 
then was the second effect of this new industrial scheme on the worker, namely, 
the loss or partial loss of his morale and his satisfaction with the job. 
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This all became very apparent during the adjustment of industry to war 
and post-war conditions, and you and many other employers promptly under- 
took to diagnose the situation and find out what was the matter. 


Human Factor Neglected 


And when they came to diagnose the case they found that in industry 
we had been over-emphasizing machines, processes and production. We had 
been underestimating or neglecting too much the prime or motive factor in 
industry,—the human factor. We found that the executives had lost con- 
tact with the man in the ranks; that the man in the ranks, who used to be 
pretty close to the executive, now was a long distance away from him, and 
in between the executive and the man in the ranks there had been inter- 
polated officials, of different kinds and different names, so that the man in 
the ranks never did get a chance to see or know much of anything about the 
responsible executives, because the industry was too big. 

We found that he was losing his interest in his job; he was indifferent ; 
he was more inclined to think, not “How well can I do my job?” which the 
old craftsman used to think, but “How much do I get out of my job and 
how little can I do?” 

We found that in cases he was even hostile, distinctly and definitely 
hostile to the concern he was living with, and making his bread and butter 
from, and we found that he was often going outside for the leadership that 
he wanted inside, but which in some way or other had disappeared, and that 
leadership outside was too often contrary to his interests, the interests of the 
industry, and therefore to the interests of society. 

It is quite obvious that if that condition really existed, if that was a fair 
diagnosis, there was something wrong in the new scheme of things—this 
scheme of big production, which was benefiting the man in the ranks ma- 
terially, but at this terrible price of taking his interest out of his daily work. 
If it had really deadened his interest, if it was threatening to alienate his 
loyalty to the industry, the outlook for industry was indeed serious. 

Further study, I think, made it fairly clear how all this was a natural 
and logical result. These changes, this growth, these new processes, these 
new methods of big business, all came so fast, with such speed and with such 
a roar that he could not very well see what was going on. But he did know 
one thing, or he did feel one thing that was going on, and that was that some- 
how he was losing his status in industry. He was lost in the shuffle some- 
where, so to speak. He felt that he was just one of many, just a cog in the 
machine, that nobody paid any particular attention to, or took any particular 
interest in him. His job, which had been originally a fairly broad job, had 
been narrowed, specialized and routinized, until most of the life in it, as far 
as he was concerned, had been taken out. 

Furthermore, his tools had been taken away from him. He did not own 
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his own tools any more. He could not buy his tools any more. The tools 
were big group tools or great machines and neither he nor any other workman 
had enough money by themselves to purchase such tools. 

He found that he was losing pride in his craft ; he found that many of his 
responsibilities had been taken away from him, and that the responsibilities 
that he did have seemed trifling. He did not even know whom he was working 
for. He did not know, in the great big corporation, just who the real boss 
was. One thing he did know, though, that whoever it was he seldom, if ever, 
came around the shop where he was, and he missed that contact with the boss. 


Lost Contact with the Real Boss 


The straw boss was generally the only sample he had of the executives 
who were finally responsible, and too often he did not like the sample. 

Demagogues and the yellow papers kept telling him that the real boss was 
someone who belonged to another class to which he could never hope to attain 


and assured him that this boss had no interest in him other than to make ex- ; 


orbitant profits out of his labors. 

Although things did not seem to be going right and although he had 
grievances which he felt were real and although he thought his chances for 
advancement were being diminished all the time by the growing size of the 
concern, there was no opportunity for him to get at the real boss, the source 
of final responsibility and plead his own cause. 

I am not arguing now whether or not he was justified in thinking all 
these things. If he thought them that was enough to cause him to begin 
asking himself “What’s the use,” and everything tended to make him indif- 
ferent, in extreme cases hostile and even bitter. Sometimes he even reached 
the point where he came to the conclusion that anything that could hurt the 
boss or the organization which employed the boss must in some way benefit 
him—the man in the ranks. Under these conditions it was simply natural 
that he should lose all interest in work itself as work. It was equally natural 
that his only interest should center in the pay envelope and what it was going 
to get for him after he got off his job. If there was no joy or interest in the 
job itself, the shorter the hours and the quicker he got to where he could 
spend some of his pay for entertainment or other things that interested him 
the better. 

If this attitude toward the job was fairly representative of any substan- 
tial part of the people who were working in the industries of the country, it 
meant that in industry the house was in danger of being divided against itself. 
Under such conditions, industry could not permanently succeed and civilization 
and our institutions were as good as doomed. It was quite clear that there 
was something wrong in spots, if not in fundamentals in the existing industrial 
scheme. It was equally clear that it was up to the leaders in industry to find 
out what was the matter and remedy it. 
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It was soon found that part of the root of the trouble lay in the nature 
of the industrial organization. Industry suddenly called on to organize large 
groups of people looked about for a precedent. Up to that time the only 
large groups of individuals in a single organization were to be found in the 
military organization and this form of organization was adopted by industry. 
The big industrial corporation was organized like the army. Instead of gen- 
erals, majors, colonels, captains, lieutenants, etc., there were general mana- 
gers, general superintendents, division superintendents, shop and floor superin- 
tendents, foremen, etc., etc., and a staff organization was built up to plan and 
advise the line organization. 

But in too many cases, industry neglected to recall that the purpose of a 
military organization is to deal with emergencies where the lives of people 
and of nations are at stake. Therefore, its discipline must be rigid and un- 
yielding. Action must be instantaneous and orders must be carried out. They 
may be stupid or fatal—it makes no difference. The soldier is forbidden to 
think—objectives cannot be disclosed or discussed. The men are not sup- 
posed even to speak to the officers. The whole spirit is one of blind obedience. 
“Their’s not to reason why, their’s but to do or die!” 

A military organization is suitable for industry so far as form is con- 
cerned—the staff for planning, the line organization for administrative and 
executive duties and the men in the ranks for carrying out the operations. 
But the spirit of the military organization and its methods are ill adapted to 
industry. Yet both were too often and too naturally adopted. In industry 
there is no great emergency. There are no big stakes like lives of individuals 
and of nations. No industrial organization stands between the nation and its 
annihilation, nor does it enforce law and order. An industrial organization is 
simply a corporate individual. It has only the rights of an individual; the 
right to produce for the benefit of society. It does not have and could not 
get the right to say “Yours not to reason why, yours but to do or die.” 

The military has rendered a great service to industry in providing a 
suitable and practical form of industrial organization. But those industrial 
organizations that failed when they took the form to distinguish between war 
and industry, that failed to distinguish between the purposes and prerogatives 
of war as compared to those of industry, and that adopted the military dis- 
cipline, the military spirit, the military caste and the military theory, have 
fallen into grievous error—often unwittingly. In the natural consequences of 
this error we will find many of the sources of our difficulty—the indifferent or 
discontented attitude of the worker. 

What is the answer? Let us see first if we can agree upon the true 
nature of an industrial organization and the worker’s relation to it. First of 
all, his relation is voluntary. It having become impossible for him as an 
individual to discharge his responsibility of producing something for society, 
he joins with other workers and with people willing to supply the tools or the 
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capital to buy the kind of tools required in the modern industrial processes. 
They join together in a co-operative enterprise to produce something which 
society requires. The worker is to receive wages in proportion to the value 
of his services. The capital is to receive wages in proportion to its service 
and its risk. 


Capital’s Interest in Industry 


If that is the way the organization is set up, who is going to run it? 
There is not very much question about who ought to run it. Obviously, the 
people who have taken their own savings, and risked them in the enterprise, 
are entitled to run it and to have the final and last word to say as to its manage- 
ment. They are entitled to appoint the men who shall for them manage and 
conduct the business. That sounds like good sense. It is equity. It is sound 
business. I never have seen a man in the ranks who questioned it. The man 
in the ranks admits that is a fair proposition. 

But what the man in the ranks would like to do is to know something 
about the plans. He is willing to turn the proposition over to the other people 
to run, the people who bought the tools, but he would like to know where the 
job is headed. He would like to know something about the plans. He would 
like to know something about the results from time to time. He would like 
to make suggestions once in a while. He would like to discuss his relations 
with this joint enterprise. He would like to talk about his compensation and 
his reward from time to time. He would like to talk over and know some- 
thing about the changes that are going on, whatever they are. He would 
like to have something to say about them, or he would like to ask about them. 

If an order he gets looks to him from his point of view like a stupid 
order, one that is not in the interests of this joint enterprise, he would like to 
talk with somebody about it. If a practice seems wasteful he would like to 
have it explained. In other words, he would like a chance to be heard, and 
he is right. He ought to have a chance to be heard. If he does not have a 
chance, he is bound to feel that he is out of it, that he does not belong, that 
he is in the wrong pew. He begins to believe that this is not the joint enter- 
prise that he was led to believe it was. There is not the mutual interest, ap- 
parently, that he has heard talked about. Then, of course, he loses interest, 
and he feels that under those circumstances he is not getting a square deal; 
and he is not getting a square deal. He may be getting first-class bang up 
good wages, but there is a whole heap of difference between a square meal 
and a square deal! 

If we can agree that the industrial organization is really a voluntary or- 
ganization for group effort, then it is not so much like an army, but it is more 
like a team. The team has many members often with widely diversified duties 
but every one is supposed to perform his function at the right time, and in 
the right way, so that the team can reach the team objective, whatever that 
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objective may be. And success in any large industrial organization, assuming 
reasonable ability of the men and women on the team, is going to be pro- 
portionate to the amount of real team play that there is in the organization. 

You cannot have real team play without team spirit. What is team spirit? 
I do not know just exactly what team spirit is. I do not believe there is any- 
body who can define team spirit accurately. But there are probably few men 
who have not at some time or other felt it. We talk about a team, and orig- 
inally we thought of a team of horses. We know approximately what a team 
of horses can do. The engineers can take their slide rules and tell us just 
how much horsepower we can figure on, and it is a definite, fixed amount, 
just so much horsepower, always figured in the same way. But that is not 
the way you measure manpower. Who has a formula that can say what man- 
power is per man? Nobody knows, because in addition to his muscle—he has 
two intangible elements of power—brain power and will power. 


Elbow-to-Elbow Contact 


In some magical way the elbow-to-elbow contact of men working to- 
gether with a common purpose and toward a common objective stimulates 


these two intangible elements of manpower to a degree of joint accomplish- 


ment far beyond the aggregate of what the same men working separately could 
possibly attain. That indefinable something is team spirit. It is group morale. 
It defies defeat. It insists on success. 

How are we going to get team spirit? Would it not be fine if we had it 
in industry? Would it not be fine if every man in the ranks was just strain- 
ing, on edge to get in and help the other fellows put the thing across, what- 
ever it is that you are trying to put across? Well, how are you going to get it? 
You can only get team spirit in this way: Every man on the team must know 
that he is a member of the team and that the team is banking on him no 
matter how humble the position, no matter how seldom he carries the ball. 
He must realize, if he is going to get the team spirit, that he is a real mem- 
ber of the team. Now, he must know also what the team objective is; he 
must know whether it is going this way, or that way, or the other way. He 
must know something about his team mates. No man is going to give all he 
has, and then some more, unless the fellow right next to him, and the fellow 
over here, and the fellow over there, is giving all he has got, and more. Then 
is when you get your team play. 

But you have got to know the men on the team first. You have got to 
know them well enough to believe in them,.and bank on them, and you have 
got to get into the frame of mind where you want the team to win, and you 
are going to make it win. Then you have got something approaching team 
spirit. Then, win or lose, you will get the thrill of joint accomplishment, the 
inspiration that comes from elbow-touch-elbow effort and that is one of the 
greatest of all incentives for human endeavor, 
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Here is the plea I want to make for the man in the ranks. Make him 
a member of the team, just a straight, honest-to-God member, and treat him 
like one till he realizes himself that he is a member. That will take time. 
It will take quite a lot of time. He does not think he is on the team now. 
He does not think that you think he is on the team now. He thinks that you 
consider that your team consists of the men whose names are listed on your 
organization chart—the chart showing your line and staff organization. He 
thinks that he is working for that team, and not on it. 


Throw Away the Military Spirit 


The first thing to do is to make him realize that he is a real, actual, rec- 
ognized member of that team. This requires no change in organization. You 
can keep the form of organization you have, the staff, the line, and the men 
in the ranks. But it is time to throw away all of the military spirit, and all of 
the military theory. Keep the form, but do away with the military caste and 
the military theory. Then call in your line organization and just explain to 
them that there is something new; that you are going to play this game in a 
bigger way than you ever have before, and let them know what you are trying 
to do, that you are trying to take hold of the man in the ranks and bring him 
in, and make him a real member of the team, and make him understand that he 
is a member of the team. Explain it patiently, and carefully to your line or- 
ganization. They are the backbone of your business. They are the backbone of 
industry. They will make or break the whole proposition. Tip them off that it is 
all right to keep some of the discipline, for we have got to have law and order 
in industry just as we have got to have it in government, and just as we must 
have it in war. But just whisper to them that discipline, in order to be firm, 
does not have to be rough. Tell them that what you are doing is not making any 
change, but you are simply enlarging the responsibilities of the line organiza- 
tion; you are making them responsible for something new; and that is for 
giving the opportunity to the man in the ranks to really get into the game, 
and get some fun out of it. You might tip them—the line organization—to 
let the man in the ranks carry the ball once in awhile. 

The line organization is pretty likely to think that their chief and perhaps 
their only function is to direct. How would it be to tell them that from 
now on, they have an important additional function, and that is to interest, 
to stimulate, to inspire and to humanize? Tip them off on this too, that in- 
stead of trying to have a team that is depending solely on a few stars, from 
now on you are going to have a star team, and then get out your Kipling and 
read “The Maltese Cat,” and see what the difference is between a star team 
and a team that is staking its success on a few individual stars. 

What next? How are we going to get this team play? What we are 
after is the sympathetic, earnest, honest, determined co-operation of the human 
factors in industry. How are we going to get that? There is no definite 





forn 
is a 

imp! 
amb 
prot 
in e 
acco 
Con 


The 
have 
reco 
not 

tow: 


star 
in t 
see 
ous 
too 
will 
“Tt 
do i 
abor 
to li 
we 
Son 
Loc 
imn 
dire 
But 
are 
kno 
feel 


und 
fou 
the 
to s 
con 
The 


im 
im 
ne. 


ou 
ur 


He 


ec- 
ou 
len 


ng 
im 


tis 
ler 
ust 


ny 
Za- 
for 
ne, 


aps 
om 
2st, 


om 
und 
am 


are 
1an 
lite 








A PLEA FOR THE MAN IN THE RANKS 43 


formula for it. There is no fixed, ready-to-use, ready-to-wear program. It 
is a question of dealing with all the human reactions, and everything that that 
implies—human emotions, yearnings, discouragements, weaknesses, hopes and 
ambitions. It is not an exact science, and there is no exact formula, and the 
problems will differ in every industry, and they will differ in a given industry, 
in every department, and in every department they will differ more or less 
according to the individual. 

Contact, Conference, Confidence, Co-operation 


In our companies, however, we adopted some years ago four guideposts. 
They have served us well. They never yet have led us off the trail. We 
have a good deal of confidence in them. I will tell you what they are, and 
recommend them for your consideration. It is not a formula, as I say. It is 
not a panacea. They are simply four guideposts, that have seemed to lead us 
toward where we are trying to go. We call them “the four C’s,” and those 
C’s stand for four words: Contact, Conference, Confidence and Co-operation. 

Let me explain them. Let us start first with this word Contact. I will 
start with an illustration. Suppose, while we are sitting here, that door over 
in the corner opens, and we all look over there to see who is coming in. We 
see a woman with a shawl over her head, and a baby in her arms. It is obvi- 
ous as we look at her, that that baby is sick and suffering, and that the woman 
too has suffered for a long time. Somebody over in that corner of the room 
will say, “What is it, madam? What can we do for you?” And she will say, 
“I beg your pardon. I am all wrong here, apparently. What I am trying to 
do is to get to the hospital with my baby.” Then somebody asks her, “What 
about the baby?” ‘Well, the baby has been sick, and the baby is not going 
to live if I cannot get it to the hospital. Its father is away hunting work, and 
we have not had any food in the home for two days.” Now, what happens? 
Somebody at every table in this room gets up and says, “Come on, fellows. 
Loosen up. Dig deep. This family needs some help.” Why is action so 
immediate and spontaneous? Simply because you have been in contact, and 
direct contact, with human suffering and human anguish and human need. 
But you do not have to actually see it to know that throughout this city there 
are thousands of cases of human suffering and human need right now; you 
know it, of course, in a way, but when you get into contact with it, then you 
feel it, then you really sense it. 

In other words, we have to get close to the things that we really want to 
understand. We cannot get close to conditions or people at arm’s length. We 
found that as we had grown, and grown, and grown, we had lost contact with 
the men and women in our industry, and they with us. That was their loss 
to some extent but it was our loss most of all. We had lost these valuable 
contacts by getting so big. We must get them back in some way or other. 
The first thing is to start getting together again. That is Contact—the first 
guide post. 
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But just getting together in and by itself would not be very much more 
than a gesture. What we want to do is to get acquainted once more, to under- 
stand each other, and each other’s job, and just where we each fit, and some- 
thing about the other fellow’s ideas and his purposes. Now, that means we 
must talk over things together. You cannot get acquainted with a man until 
you have talked with him. You simply say, “Mr. Smith’—“‘Mr. Jones”’— 
“how do you do,” shake hands, and are gone. Smith does not know Jones 
yet. You have got to wait around and talk with him and then you begin to 
get acquainted. 


Getting Acquainted With Each Other 


So here comes along our next guidepost: Conference. We have got to 
arrange in some way or other to work out some conference with our people, 
especially between the men in the ranks and the men in the line. Then we 
will get acquainted with each other; then we will get acquainted with each 
other’s responsibilities and each other’s ideas. 

We are working on a theory that we believe is sound and I know that 
many people are working on a very similar one in their industries. Our theory 
is this, that in our companies at least 95 per cent of the men in the ranks, in 
the line organization, and on the staff, are fair and square when they know 
the facts. 

Well, if that is so, then when they get acquainted well enough they will 
all come to realize it themselves and they will naturally begin to have con- 
fidence in each other. When they have talked long enough this suspicion, this 
doubt, this distrust and all of that sort of thing is going to disappear. That 
is inevitable, if in these three groups 95 per cent of the men are square, and 
that means that sooner or later they are going to come to have confidence in 
each other. So that is the third guidepost: Confidence. 

That means that they are going to begin to bank on each other, believe 
in each other, depend on each other, stand by each other, and see each other 
through. That is Co-operation. That is what we started for, team work, 
through contact, conference, confidence, co-operation. Perhaps it would be 
more accurate instead of speaking of four guideposts, to say three guideposts 
and a goal post, because the fourth one is really our goal—Co-operation or 
Team-work, 

If an organization is small, if it is not too large, if the groups are not too 
big, and are not too scattered, that line of three guideposts and a goal post, 
lays out a very easy course to follow. It is simple. But the trouble is in 
most of the industrial organizations today, the groups are so big, and the 
organizations are so big, that it is a practical impossibility to get the whole 
bunch together. You cannot have universal contacts. Therefore, it must 


be done by having the big groups—that is, the men in the ranks—represented 
in some way. 
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Employees’ Representation 


We must work out the four C’s in part at least through representation. 
How are we going to do it? Obviously it is up to the management or the line 
organization to take the initiative. The next step is to invite the groups of the 
men in the ranks, the big groups, to get together and organize in some form 
and elect their representatives with whom the men in the line can join in 
establishing these contacts and conferences. But some executive will say— 
and I have often had it said to me—“Yes, but don’t you see what you are 
doing? That is just about the same thing as organizing a union. If you 
have not already got one, do not go ahead and invite one.” 

I hold no brief against the unions. Many unions have accomplished a 
great deal for the material welfare of the men and women in industry. Some 
unions are fair and constructive. Other unions are destructive, and have 
done great harm, to their own membership, to industry, and to society. I 
am not discussing unions at this time. I simply want to point this out, that 
you cannot deal with big groups of men in the ranks in industry, unless they 
are organized in some way. 

I would like to mention also in passing, that it stands to reason that the 
spirit of an organization based on the cordial, hearty, man-to-man invitation 
of the management to organize for the purpose of getting together with the 
management for the mutual interest of both, is bound to be quite different 
from the spirit of an organization which is based on an invitation from out- 
siders to get together, for the purpose of keeping the men in the ranks and 
the men in the line apart, and of stirring up distrust, suspicion and hostility, 
and even hate, as has too often been the case. 

I also would like to make this remark in that connection, that a loyal, 
earnest employee can join the former type of organization with his head in the 
air, without any loss of self-respect or standing, but he can join the latter or- 
ganization only reluctantly, only with a sense of regret that has many a time 
nearly torn his heart out more because he knew he was losing something that 
he prized as one of his highest possessions. 


Value of the Round Table 


But to get back to the point. Once the organization is formed, and the 
people in the ranks have effected their organization, what is the next move? 
It’s up to them; not up to you. They will probably go ahead and elect their 
committees, but right here let me raise a hand of warning. Remember that 
they are their committees. It is their organization, and not the management's. 
You have your own line organization. Do not undertake to butt in and run 
theirs. It is theirs, it belongs to them, and it is right that it should. You do 
not need to be disturbed about what they may do. They may do things that 
might disturb you at first but pretty soon they will begin to invite you to their 
councils, just as you invite them to yours. Do not try to mix into their or- 
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ganization or try to tell them how to run it unless they ask for advice. It is 
their proposition. 

Pretty soon, after these committees are elected, and the management has 
appointed its committees, they will get together for the first conference. You 
all know how it is. Everyone is ill at ease, the people on this side of the table, 
and the people on that side of the table. Of course, before very long there is 
not going to be any side to the table. The table is going to be a round table, 
and you are going to sit wherever you happen to come in. But the first time 
there are always two sides to the table, and the men from the ranks do not 
act like conferees. They take the attitude of advocates, and the men from 
the line do not act like conferees. They also take the attitude of advocates— 
only they seem to act more on the defensive. Very soon, however, this dis- 
appears and they all act more like conferees. Then in some way or other, 
after they talk it over long enough, the grievances that are the first things 
that are brought up, always, sort of get ironed out. The real ones get fixed 
up, and then the great multitude of fancied ones that are largely due to lack 
of information, knowledge and understanding, just naturally clear up as the 
facts come out. 

We have things pretty well cleared up. What are we going to do next? 
Do we stop here? Most certainly not. The man in the ranks has some more 
things that he wants to talk about. He wants to talk about wages, and wage 
schedules. He wants to know whether those wages are just. They may be, 
and they may not be. He does not know. He has been told that they were, 
but he would like to talk the matter over. He would like to talk about the 
working conditions. Most likely he has some ideas of his own about them. 
There are certain spots, very likely, where he would like to have the rough 
edges pared off, and a little change made here and there. There may be some- 
thing dangerous in the shop, that keeps him a bit worried, that continually 
keeps the good wife at home a bit worried, and he would like to know if there 
is any way that could be made just a little safer. Then he would like to know 
what the prospects are of the job being steady; whether there are going to be 
any lay-offs within the next three months, six months, or nine months, or a 
year. Those things in due time all get talked out, and the conferees come to a 
general agreement that things are about right, if in fact they are about right. 
If they were not, they have probably by this time been adjusted. 

Now, the job is done, is it not? That is where so many people have made 
the mistake. This is not the place to stop. Why not? If the grievances are 
cleared away, if the wages are at the moment agreed to be all right, if the 
working conditions at the moment seem to be satisfactory, if dangerous con- 
ditions that may have existed seem to have been eliminated, if about every- 
thing that the man in the ranks wanted to discuss has been cleared up, why 
should we keep on? Why, this simply clears the decks, that is all. We have 
not really gotten anywhere yet. We have just been clearing the decks, and 
getting ready for business, that is all. 
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Common, Every-day, Decent Justice 


Here is where constructive effort, constructive action really starts. So 
far, results have been essentially negative. They have been extremely gratify- 
ing to all the conferees. But it has only been a matter of doing what is com- 
mon, every-day, decent justice; that is, letting the man in the ranks know, 
fully, frankly and thoroughly, just where he stands, and what are his material 
relations to the business. 

But here is where I want to come back to my plea for the man in the 
ranks. Now is the time to put the man on the team, and make him a member 
of the team. How are we going to do it? Well, first, make these conferences 
that you have been having more or less spasmodically and perhaps only when 
the men took the initiative, a permanent, regular part of the conduct of your 
business. Make them just as much a part of the organization of your busi- 
ness as the line organization chart that hangs on your wall. If you can, put 
some of their committees right on the organization chart itself. 

What we want, what every executive wants, if he is entitled to it, is the 
unstinted confidence of all the men and the women in his organization. All 
right. How are we going to get it? Give them yours first. If you want 
theirs, it is your move. It is up to you. Give them yours first, and theirs will 
soon come back. Prove to them that you regard them as essential members 
of the team and propose to treat them as such. Prove to them that you are 
going to have unlimited confidence in them. Take a few chances on making 
a few mistakes. You will make some but not very many. Give them all of 
the information about the business that they will absorb. They are entitled 
to it. Explain the policies of the business, explain the practices, tell them 
what is the foundation of the rules, and why the rules are necessary in the 
orderly conduct of the industry. Tell them why the routines, that seem to 
be dry and deadening, are necessary, and that routines are simply methods 
of fixing responsibilities which they know have to be fixed, just exactly as 
well as you do. 

Explain to them about the balance sheet, and what the balance sheet 
means. Put all of the cards on the table. Discuss the plans for the future. 
Tell them the obstacles that threaten the success of the industry. Tell them 
what your difficulties are. Tell them what the problems of the management 
are, and what your own problems are. They do not realize that you have so 
many or such baffling ones. Tell them something about the business economics 
that lie at the foundation of your business. Ask for their suggestions. Let 
them know that you know they have got brains. Do not let them think that 
you think you have hogged all of the brains in the industry, because you are 
wrong. You haven't all of the brains, the men in the ranks haven't all of the 
brains, but among you all, you have all of the brains that there are in the in- 
dustry. So why not pool them and get all the benefit of all the brains in the 
industry for the industry and the people in it. So ask for their suggestions. 
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Put up problems to them, and ask for recommendations, and you will get 
some answers that will surprise and help you. 


Share Responsibility With Workers 


Let them figure out the costs of their individual or small group jobs. 
Let them have all the responsibility they prove they can carry. Share with 
them the traditions and the romance of your industry and theirs. 

I have had people say to me as some of you have had them say to you, 
“But they will not understand it all.” Their leaders will understand it. The 
live ones will understand it. The men who are going to take your place and 
mine some day in our industries will understand it, and they will all understand 
one thing about it, if they do not understand another word or a single figure; 
they will understand that what you are trying to do is to give them your con- 
fidence. They will understand that, and when they do you will have theirs. 

Angther remark that is sometimes heard is: “Yes, that sounds all right; 
that sounds fine, but it simply won’t work.” It is too late to say that. That 
time has gone by. Too many men can tell by the hour how it has worked. 
That is the answer, as to whether it will work or not. 

But we have heard this said: “What about this balance sheet business? 
You are not going to show them the balance sheet, are you?” I did not say 
“show them the balance sheet.” I said, “explain the balance sheet.” I do 
not mean to take the balance sheets, and broadcast them when the men come 
out of the factory gates and say, “Here you are, get the latest dope, right off 
the books.” I am talking about explaining the balance sheets. 

Let me give you, in order that I may make myself perfectly clear, two 
or three illustrations, and if you will pardon me for doing it, I will take them 
from my own industry. The total assets in our group of companies is about 
$2,000,000,000. Of that, $1,700,000,000 is invested in plant. We found out 
very early in talking with some of our people, how they regarded these figures. 
They saw them in our annual reports. They asked, “What do you do with 
all this money? Where do you keep it?” 

They simply did not get the picture. Why not? Because no one had 
ever taken the trouble to let them look at it. And the picture was so easy to 
paint. Any amateur could paint it. It is this: Our business is so big the 
Company must furnish the tools. The Telephone Plant is the tools. Every 
time a man or woman comes to work in our organization, we have got to 
go out and get $6,000 to provide the tools for that individual. The average 
investment for tools per employee being over $6,000. 


Explaining the Financial Surplus 


Let me give you another illustration. One year the surplus for our group 
of companies, at the end of the year, was between $24,000,000 and $25,000,000. 
That looks big to any man who is working for wages and who is not accus- 
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tomed to analyzing figures. It is the perfectly natural thing for him to say, 
“Tf all this money was left over at the end of the year, what was the meaning 
of all this talk that we have been hearing all through the year, about the neces- 
sity of economizing; that we must save every scrap of copper wire and that 
every minute during working hours must count? What do you mean that we 
have got to avoid waste of time, effort and material all the time in order to 
be prosperous, when at the end of the year we have $25,000,000 left?” What 
I said was, “Explain the balance sheet.” It is explained very easily, and when 
you tell the man that if the expense of operating our business last year had 
been one cent per telephone instrument per day more than it actually was, 
there would not have been any $25,000,000, but the whole blooming surplus 
would have been wiped out, and the dividends would have been cut in half. 
The balance sheet in respect to that item is explained. Then he is ready and 
anxious to get in and help to keep that one cent per day margin on each tele- 
phone instrument, because his job is at stake, his future is at stake, his com- 
pany is at stake. When he knows that, and understands it, there is no one in 
the whole outfit who will go stronger or further to help preserve that margin 
of safety. That is what I was talking about. Not broadcasting the balance 
sheet but explaining the balance sheet. 

I know perfectly well that there are gentlemen who think just as we do 
about this, but who are raising in their minds this question. They say, “That 
is all right for you fellows in the public utility business, with no competition, 
you can put every card you have on the table. You can take all of your figures 
and facts and put them right out on the table. They are open to the whole 
public now because they are subject to inspection of the public authorities all 
the time. But we are in private business, in competitive business. There are 
figures and there is other information that we cannot put on the table the 
way you fellows do because our competitors might get hold of them. I real- 
ize that and you are perfectly right about it. We have the advantage of you 
there, but it is not so much of an advantage after all. But I will tell you 
what I think is the answer. You do not have to show to the men any of the 
facts about your business that it is necessary to keep in the executive offices 
for the protection of the industry. It is their industry just as it is yours. It is 
just as much in their interest to protect it as it is in yours. And just the 
minute that you inspire in the men confidence, so that they are ready to bank 
on you 100 per cent, all you have to do is to say ,“Boys, this is about all we 
can let you have. We cannot tell you the rest of it. Some of these rough- 
necks here among our competitors might get wise and we have to tightwad the 
rest of it.” And they will say, “All right. Lock it up. That’s your part of 
the job meeting this competition.” Just once get the confidence of the men, 
earn it, and then get it, and they will take your word for it as to what is proper 
for them to see and what is not proper for them to see. 
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Wage Is Not the Only Thing 


But we have all of us run across men who have said this to us, “That 
sounds all right, but you don’t really believe it, do you? The men do not care 
anything about all this information about the Company and its affairs, and 
how their particular job fits in with the whole thing. Their only interest is in 
the pay envelope, in their wages, and in how long they have to work.” 

Well, all I have to say is, if that were true, God help the industries of 
the United States and the men who are dependent on them. It is true that 
wages are necessary and vital. The man in the ranks must have them, just 
as you and I must have them, for our work. They are necessary and vital to 
society. But wages are only money, that is all they are, just money, and 
money is a long way from being the whole thing. 

I would like to tell you a little incident, if you will pardon me for making 
it personal again. It is right plumb to the point. A good many years ago, 
when I started in business, I began in the practice of law. My mother, who 
lived up in the country, had saved a little money, being a thrifty New 
England woman. I was home one time for a visit ; I had been practicing law 
then for a couple of years, and she thought I must be quite the real thing, 
and of course I never tried to disillusion her. So she said, “I have four hun- 
dred dollars that I would like to invest. I would like to have it earning some- 
thing. You would know, being down there in the city in touch with business 
affairs, just what to invest it in. I don’t. Will you take care of it for me?” 
Oh, yes, surely I would know. Well, to make a long story short, I took it 
back with me. I invested it, and inside of six months this particular stock 
had declined in market value just seventy-five per cent. Before it was all 
gone, I woke up, swallowed my pride, got what I could save out of the wreck, 
and sent it to her with a very humble and abject apology. Now, she could 
not afford to lose that money. It represented a substantial item in her savings. 
I got back a letter that had some very good dope in it. It has been good for 
me and I will pass it along to the rest of you. It may help in the study of this 
industrial relations problem. She said, “My dear boy, do not give it another 
thought. Don’t you know that I have a thousand things that are infinitely 
more valuable to me than money ?” 

When the man in the ranks finds that the interest of the boss is not con- 
fined solely to the balance sheet, he soon ceases to center his own interest 
solely on the pay envelope. He knows just as well as anybody knows, that 
wages do not buy him and cannot buy him the thing that he wants above all 
else, and that is the pride and joy of work. Where do you people in this room 
get your real fun? You get it on the job, every day, working on your prob- 
lems, working at the problems of your industry. That is where you get it. 
There are men who could retire from business tomorrow. They have the 
money to retire, but they do not dare do it. Why? They are afraid they 
would shrivel up and blow away if deprived of joy of work—interesting work. 
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That is their great big interest in life. Don’t you suppose the fellow in the 
ranks wants to get a little taste of that? He wants it and needs it more even 
than he or anyone of us realizes. 

He knows wages will not buy it, and he knows that wages alone will not 
buy him a real status in his industry but he wants to get into his industry and 
be a part of it. His industry is his only chance for contact with the world, 
and the big scheme of things, just as it is your big contact and my big con- 
tact. You say they do not “care”? You say that the men in the ranks do not 
care? I tell you, the man in the ranks is waiting right at the chalk line to grasp 
the hand of welcome the moment it is stretched out to him, the hand of broth- 
erhood and friendship, the hand that is going to pull him over that chalk line, 
from being a water carrier for the team, to being an honest-to-God member 
of the team. That is where he is waiting. 

When he comes across that line, he is going to come to cooperate, to 
team play, to get into the game and get the thrill of joint accomplishment that 
means as much to him as to you and me, to win or lose fighting shoulder to 
shoulder with his comrades in his industry. 

I have had this said to me, just as doubtless many of you have, “That 
sounds all right, but it takes too much time, getting together in all these con- 
ferences and explaining every thing. It takes too much time. Of course, it 
is fine to have the gang know something about the business, but we are too 
busy ; we are busy executives.” 

All right. There are plenty of men waiting just outside of the factory 
gate, who are not too busy. The labor parasite, the soap box orator, the yellow 
press—they will spend all of the time that is necessary to tell the man in the 
ranks all about your business. There may not be one single word of it true, 
but they are waiting there, to tell him all about your business and about you 
and they will call him brother, and comrade, while they are pouring their 
poisonous dope into his ears. They are not too busy. 

When a man says to me, “I am too busy; this will take too much time,” 
I think that what he really means is: “Will it pay for the time it takes?” I 
think that is the real thing that he has in his mind. Well, I dislike to discuss 
it from just that point of view, but I would like to answer that question. I 
will take three illustrations out of the hundreds that I could quote. Once 
more, if you will pardon me, I will take them from my own industry, my 
own experience, these illustrations as to whether it pays when the men have 
been taken over on the team and made actual members of the team. 


The Habit of Paternalism 


The telephone business, is not in itself a hazardous business, but we have 
hundreds of thousands of miles of wire high in the air. Men have to work 
on those wires. Sometimes they have to work on wires that are in proximity 
to the wires of the high tension companies, which carry a dangerous current, 
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while ours do not. Furthermore, there is a certain amount of accident hazard 
in any ground or shop work. We used to get out semi-occasionally—not only 
specifications about how to build the plants, how to carry on the work, but 
along with that went safety rules, “Don’t do this, don’t do that. If you do 
this, do it this way; if you do that, do it that way,” etc. We had fallen into 
the habit of paternalism just as so many of you doubtless had. Our inten- 
tions were of the best but the results were not especially satisfactory. The 
men kept on getting hurt. Finally someone had an inspiration. Who are 
making these safety rules? The ablest engineers in the profession, sitting in 
a room on the top floor somewhere, earnestly working out instructions to fel- 
lows out on the firing line as to how not to get hurt. It seemed just like 
when a youngster starts out for school: “When you cross the street, look 
both ways for automobiles. Be sure not to step on any banana peels and don’t 
climb any fences with nails sticking out.” Why not put it up to the gang, 
and let them make their own safety rules? They know what causes these 
accidents. They know what protection they want for themselves and from a 
careless fellow worker. Give them a chance to do it, and get some real rules. 
That was tried, and there were some safety rules that were safety rules— 
rules not made by the line or by the staff but made by the men in the ranks. 
In some of the companies they analyzed every accident for the last five years 
to find exactly what caused it and how it could have been prevented. 

I was trying to answer the question when I started out: Does it pay? 
The accidents decreased ten, twenty and even thirty per cent in some com- 
panies—and in specific divisions and districts as much as sixty and eighty per 
cent. That is the answer as to what happens, when the men in the ranks are 
really taken in and given the opportunity to do the kind of things that they 
can do—often far better than the men in the staff or the line. 


Putting Up Prices 


Let me give another illustration. We cannot do the way industries do to 
increase our revenues. When you want to increase your prices, you increase 
them over night. As I understand it, you get together, make a few figures, 
decide you need some more revenue and then add ten per cent to the price 
lists in effect the first of next month. I do not know whether that is exactly 
the process, but to us, who are under the public utility regulation, it looks 
just about that easy. Anyway, in our business, it is a long, painful, painstak- 
ing, patience-requiring process. It is a major operation, in other words. 

The utilities were working on narrow margins before the war, and we are 
working dn narrow ones now. We had to get our rates raised to get them 
adjusted to the dollar of today. In one of our states, not a long way from 
the middle of the United States, but not adjoining or touching Illinois, for 
some reason or other this process of adjustment functioned very slowly. I do 
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not think you have such things in Illinois, but there are some states where 
politics seem to creep into some of these business questions. And in the par- 
ticular state that I have in mind, politics had entered in. It was a long time 
before any adjustment was made and the result was that in that state the 
company was in the red. 

Well, in line with the general practice I have been talking to you about, 
the men in the ranks all knew that. They knew exactly what the results were 
in that state. They knew that the Company was running behind in that state, 
and that the other states for the moment were really carrying that state. One 
day without any of the management knowing anything about it, right out of 
the clear sky there came a communication, a letter. I wish I had it here. A 
copy of it was sent to me, and I read it, and it choked me up when I read it. 
It was from the men in the ranks, and they are a bunch of thoroughbreds. 
They said, “Whereas,” and then they recited the conditions that I have de- 
scribed and they wound up by saying, “We want to do something to help.” 
Now in that particular company the wage scale is set up on a basis of time and 
overtime. So the men went on to say “If it will help any, we would like to 
give up our overtime for a period of six months, and if at the end of that time 
conditions are not better, then we would like to go along for six months or a 
year more if necessary, so that we can feel that we have done our full share.” 


Real Help From Friendly Employees 


Let me tell you what the men in Chicago did in the Illinois Bell Company. 
We had a lot of what we call “held” orders; the kind of orders where we can- 
not install your additional telephones as quickly as you want them. I guess 
you call them the “Oh hell” orders. Well, they were piling up and up. The 
trouble was, you had not tipped us off a year or two before as to how much 
service Chicago was going to call for. There was an abnormal lot of orders 
waiting when the men in the plant organization realized the situation and 
they saw that that was not a good thing for the company. They talked it over 
among themselves, and they came back with a suggestion. In Chicago the 
men work on a different form of wage schedule, one which does not ordinarily 
include extra payment for overtime. Those men came to the Executives and 
this was their suggestion: ‘We have a proposition to make on this held order 
business. The public does not like it. They don’t understand it. It is not 
a good thing for the company. We will work extra time, overtime, until we 
reduce that number of held orders to normal. We will put in as many more 
hours each day as we can put in effectively, to reduce the orders to normal, 
and relieve this tension.” That was their own suggestion. They gave of 
their own accord, on their own initiative, 60,000 working hours to remedy 
that situation. For whom? The Company? For themselves? For the man- 
agement? No. In order to protect the reputation and good name of their 
team—their company, with the public in the City of Chicago. That is what 
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they gave it for, and they are proud of it and we are proud of them—proud 
to be members of the same team. 

Now that question, “Does it pay?” seems kind of foolish. It seems 
foolish to ask “Will it pay?” to give a man a man’s chance, a chance for intel- 
ligent performance as against blind obedience, a chance to let him help pro- 
tect his own job, his own future, his own industry. 

But I would like to answer that question “Will it pay?” categorically. If 
that is what anyone wants to ask, I should like to answer. And I will say 
this, that in satisfaction to the executives of having given a thoroughly square 
deal, it will pay a hundred fold. In money, it will pay dollars for nickels, and 
the time will come in many cases where that one thing alone will spell the dif- 
ference between success and failure, and I can tell you industries where it has 
spelled that, within the last two years. 

In these difficult days of changing and uncertain conditions, local and 
world-wide conditions, is it worth anything to an executive or to the group 
of executives that carry the staggering responsibilities of modern industry 
for them to know that every man and woman in their organization are with 
them, because they know that the executives are with them? Is it worth any- 
thing for an executive to realize that the men and the women in the ranks 
have an unshaken confidence in him, because they know he is square, and is 
banking on them? Is it worth anything to him to know that they are ready 
to stand back of him through thick and thin, with every single ounce they’ve 
got, muscle and brain, heart and soul? Get out your pencils and your paper, 
and your slide rules, and figure out how much it is worth to an industry to 
know that the men and the women in it are right behind the leaders to the 
finish, win or lose. Find out how much it is worth to that industry, and that 
is the answer to the question of whether or not it will pay. 


Normal, Human Relationships 


The answer to this whole industrial relations question, is so near to us, 
so close to us, and such an every-day thing, that the tendency is for us to over- 
look it. It is simply this. We must get back into industry the normal, human 
relationships that bigness in anything tends to squeeze out. Whether it is a 
city, or whether it is an industry, mere bigness tends to squeeze out the human 
understanding, the human sympathy, the human contacts, and the natural 
human relationships. 

What are the right human relationships in a given industry? I would 
like to answer that question in a single sentence. It is not my sentence. It 
came from a man in the ranks. He said in one sentence all I have been trying 
to say to you all the evening, and he said it a good deal better than I have 
said it. This is what he said, after this general program that I have been 
talking about to you had been going on for about twelve months: 

“T have been in this company a little over seven years. I always felt until 
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about a year ago that I was kind of a servant of the family. But now I am 
beginning to feel like I am a honest-to-God member of the family, just a real 
member, and believe me, it makes life look different.” There is the story in 
a nutshell. 

I used to be a lawyer before I came into the telephone business, and I 
have the greatest respect and admiration for the profession. But I am going 
to admit that I think the lawyers have unwittingly been very largely respon- 
sible for starting industry, and the thinking of industrial executives, up a 
wrong trail, as to what the real human relationship is, or ought to be in indus- 
try and I think it came about in this way. When this great industrial expan- 
sion came along, some vehicle was necessary to carry it, and right ready at 
handy was the corporation which could be made as big as the needs of a given 
industry demanded. Then the executives called in the lawyers and said, 
“We have questions here that we want answered. We want to know what is 
the relationship between this great big corporation, and the men whom it 
employs. We want to know what are their mutual obligations.” The lawyers 
turned to the common law, that has come down to us through centuries of 
jurisprudence, and they came back with an answer, and said, “It is the relation- 
ship of master and servant.” Then the executive, being advised that that was 
the legal relationship between the corporation and the employees apparently 
began to assume in too many cases that the relationship between himself and 
the man in the ranks was probably that of master and servant; when if he 
had consulted either his heart or his conscience he would have satisfied him- 
self that the man in the ranks was entitled to have that relationship become 
that of brother and brother. That is what the man in the ranks has been 
yearning for. But it was always the management’s first move, and the man- 
agement was being advised that this was a relationship of master and servant. 


Too Much Blackstone 


Right here lies the source of practically all our trouble in trying to work 
out what we call the industrial relations problem and in trying to find out what 
is the true, proper human relationship in industry, we have had too damned 
much Blackstone, and not enough New Testament. That is one of the things 
that is the matter with industry. 

I hope in my zeal in presenting the case for the man in the ranks you have 
not assumed that I feel that in all industries the man in the ranks needs any 
advocacy by me or by anybody else, or that I feel that great progress has not 
already been made along the very lines that I have been talking about. Hun- 
dreds of industries in this country have already gone a long way in working 
out this relationship on a co-operative, human basis, and have been bringing 
the men in and onto the team. 

I have neither sympathy nor patience with the men who rant about capital 
and labor, and who either assume or argue that it is going to be an everlasting 
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conflict between capital and labor, and that in some way or other, it is nothing 
but a fight to the finish. The executives who take that position, and refuse 
even to try to work the thing out on any other basis, are not in step with 
human progress, and in my judgment they are a menace to the industries for 
which they are responsible. The so-called labor leaders who preach the doc- 
trine of hate and force, and the doctrine of forcing apart instead of getting 
together, are false to the people they claim to represent, and are a menace to 
society. 

I want to go on record as saying that there has been more progress in 
working out this industrial relations problem in the United States, in the last 
five years, than in this or any other country during any similar period in 
history. 

We have shown the old world that the biggest single problem in govern- 
ment could be worked out by giving to every citizen a real place and a real 
part in the government. And we are going to show the world that the big- 
gest single problem in industry can be worked out in the same way—by giving 
every man and woman in a given industry some real place and some real part 
in that industry. 

In closing, I want to tell a little story. I have told it a good many times, 
and it may have come to your attention. However, it will bear repeating, be- 
cause it seems to me it tells the whole story in a nutshell. There were three 
men cutting stone, stonecutters, working inside of an inclosure, and back of 
them, up on a little eminence, there was a cathedral, about three-fourths com- 
pleted. A stranger came along and said to the first man, “My friend, what 
are you doing?” “Me? What am I doing? I am working for eight dollars a 
day.” He went along to the next man and he said, “My friend, what are you 
doing?” “Me? What am I doing? I am squaring this stone. See? I have 
got to make it just like this; see, right there. I have to make it absolutely 
straight, an absolutely straight edge right down there, on that part of the 
corner, and square it right off here. Look, I'll put the straight edge on it 
for you. Isn’t that a perfect edge! You see this little niche that I have cut, 
that little niche right there? The other fellow working down there is cutting 
a niche just like this, only the other way. His fits right into mine. If we 
get them just right, they lock together tight, and they are just as solid as if 
it was one stone.” The stranger walked along to the next man and said, 
“What are you doing, my friend?” “Me? What am I doing? You see that 
cathedral up there? I am helping to build that. Isn’t it great! Isn’t it grand!” 
There is the answer. There, I submit, is the whole answer. 

If we in industry can only all realize that working toward the pay en- 
velope alone is a sordid job, that it isn’t worth while, that it isn’t living, that 
it isn’t life, we will have accomplished much. We should, of course, in every 
possible way instil and inspire the interest of all our comrades in doing each 
his own job right so that it will fit into the next fellow’s and make the whole 
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thing strong. The more interest and the more pride we can each find in our 
own individual jobs the better citizens we will be. But we will all find our 
greatest incentive and our keenest pleasure in the job that we all share to- 
gether—share and share alike—the man on the staff, the man in the line, and 
the man in the ranks; and that is the job of building up a great industry that 
has its recognized place in the community in the state or in the nation. One 
that we can all be proud of, for it is the product of our joint effort. We have 
contributed each his humble part. We have felt the joy of joint accomplish- 
ment. We have felt the thrill of the team play—the exhilaration of the team 
spirit. And above all we have had the supreme satisfaction of having played 
the man’s part—working shoulder to shoulder with other men giving every 
ounce they’ve got. And there is no higher incentive nor richer reward for 
human endeavor. 





Newer Methods of Employment Stabilization’ 


By Harotp B. Bercen, Director of Industrial Relations 
The Procter and Gamble Company 


HE Procter and Gamble Company methods of employment stabilization 

seek to prevent unemployment by guaranteeing steady work at regular pay 
for 48 weeks of each calendar year. This guarantee automatically covers all 
hourly paid factory workers (with the exception of those in two small fac- 
tories) who are participating in our Profit Sharing Plan. I might mention 
also that it does not extend to our cottonseed oil mills, which are located in the 
cotton belt. 

Participation in our Profit Sharing Plan is, as has been mentioned, the 
only requirement for participation in the guarantee of employment. Any 
factory employee whose annual earnings do not exceed $2,000 may apply for 
Profit-Sharing after 6 months of service. This application must be approved 
by the individual’s immediate superior before he becomes a “Profit-Sharer.” 


Profit Sharing Plan 


When the employee becomes a Profit-Sharer, he subscribes to an amount 
of the Common Stock of The Procter and Gamble Company equivalent to his 
annual earnings. The number of shares purchased for him will depend, of 
course, upon the market price at the time of application. Five per cent of his 
earnings is deducted each pay day and credited to his stock purchase account. 
This account is charged quarterly at an annual rate of 4 per cent on the un- 
paid balance, but all dividends declared are credited to the account. In addition 
to these adjustments, his account is credited quarterly with a “Profit Sharing 





2 Presented at a luncheon meeting of the Municipal Commission on Employment Stabilization held 
at the Lord Baltimore Hotel, Baltimore, Md., April 13, 1931. 
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Dividend” at the annual rate of 12% per cent of the total amount subscribed. 
In this way, the subscription is paid for by the end of six years. The Profit- 
Sharing Dividends then continue regularly as long as the employee remains 
with the Company, does not sell his stock, and does not receive annual earn- 
ings in excess of $2,000. An additional stock subscription plan, without the 
provision for profit-sharing dividends, is available to all paid-up Profit- 
Sharers. I have outlined our Profit Sharing Plan so that you may have a 
clear picture of the incentive to an employee to participate in this Plan and 
thus not only receive a most liberal bonus of 12% per cent regularly as long 
as he remains in our employ but also be guaranteed his regular pay for at 
least 48 weeks of the year. 


Scientific Management 


No doubt many of you are wondering how it is possible for a manufac- 
turing organization to make good on such a guarantee at various periods of 
the business cycle. Let me say that it has been possible only because the spirit 
and methods of scientific management have been extended to every branch of 
the business. 


In the first place, the plan of organization has been carefully worked out. 
The Company has been divided into four major functions: Marketing (or 
Sales), Production (or Manufacturing), Purchasing (or Buying), and 
Finance. The heads of these four functions, together with the President and 
the Chairman of the Board, constitute the major executive group. They also 
comprise a general coordinating committee. 


The marketing function has been organized, first, on a commodity basis 
and, second, on the basis of territory. For example, the case goods sales 
group has been divided in three principal divisions and these divisions, in turn, 
into districts, the headquarters of which are located at the leading centers of 
distribution. Each district has been divided into sections and each section 
into the territories which are assigned to the individual salesmen. I mention 
this organization plan because I believe that it is the starting point of effective 
management. It is a generally accepted principle of organization that the 
number of individuals reporting to another should be limited in number; and 
the organization plan of our sales group follows this principle and thus per- 
mits the adequate training, motivation, and supervision of the men on the 
firing line. 

The manufacturing (or production) function has been organized 
primarily on the basis of territory, with factories located at strategic centers 
of manufacture and transportation. Activities are so classified that each ex- 
ecutive has a limited number of units under his direct control. The lines of 
authority and responsibility are clearly defined and carefully followed. 

A second device which helps make possible our guarantee of employment 
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is budgetary control. In using the term “budget,” I do not mean merely a 
compilation of figures. I mean rather a statement of fundamental policies ex- 
pressed tangibly in the form of planned activities. Not only dollars and cents 
figures are included but also other units as well. These budgets are made to 
function through the well-defined organization plan which I have just out- 
lined to you. Coordination of the various units of the organization is effected 
by means of the general coordinating committee which meets twice a week and 
uses budgetary procedure as a major tool of coordination. 

One of the most difficult problems of budgetary control as you might well 
imagine is the preparation and functioning of the sales budget. However, 
the crux of the problem of guaranteeing employment is the ability of the sales 
group to estimate accurately what they will sell during the budget period. The 
opinion might be hazarded, therefore, that the future of employment stabiliza- 
tion in most companies will be predicated on the progress of scientific manage- 
ment in its sales organization. 

In The Procter and Gamble Company, a sales estimate is prepared by each 
district manager on the basis of detailed estimates and quotas of the units 
under his control. These estimates are combined into a statement which rep- 
resents the policies and plans of the sales organization to be followed during 
the budget period. This estimate is built up on the basis of brands and of 
factories. In other words, the manufacturing executives are given a long 
time schedule, by factories, of the amount of each brand which will be required 
each month by the sales organization. Changes in the sales estimate can be 
made only with the approval of the President. The budget period is the cal- 
endar year, although a less detailed estimate is prepared on the basis of a 
five-year period. 

With a yearly schedule of the sales requirements as their starting point, 
the manufacturing staff is in a position to divide the total estimated production 
for the year into 49 weeks of equal production. Production for warehouse 
stock is planned for periods of estimated low sales and withdrawals from 
stock are planned for periods of estimated high sales. 

It should be obvious that the success of The Procter and Gamble Com- 
pany plan of guaranteed employment has been due primarily to the work of 
the sales force. I emphasize this because many people look upon employment 
stabilization as a manufacturing problem. 

Research is a third device to be considered. Accuracy in budgetary con- 
trol, sales estimating, and the like must in the final analysis be based on pains- 
taking research. In fact, progress in any branch of industry is facilitated by 
research. It is not practicable to outline here all of the research which is being 
carried on by The Procter and Gamble Company. But I should like to give 
one or two examples of how research is related to the problem of guaranteeing 
employment. 

Economic research tends to make more accurate the forecasting of 
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changes in business conditions. Such forecasts are invaluable as aids in 
estimating sales. 

Market research is another form of research which facilitates the making 
of the sales estimate. How many people in a given territory want each prod- 
uct or can be made to want it? How many people in the territory are able to 
buy it? These and many others are fundamental questions which should be 
answered before an accurate sales estimate can be prepared. High pressure 
salesmanship cannot get business where there is no business to be obtained. 
The dearth of market research in industry today, or possibly the failure of 
sales executives to make proper use of available research data, may be one of 
the major causes of overproduction and its concomitant, unemployment. 

Personnel research is a third type of research which has contributed its 
part to the success of our sales group in making good on their estimates. A 
statistical study of the characteristics of successful salesmen as compared with 
those less successful revealed certain facts not known before and resulted in 
a revision of the methods and standards of selection. A careful job analysis 
of salesmen’s activities facilitated the development of a revised training pro- 
gram. All of this has resulted in lower turnover of salesmen and more effec- 
tive sales effort. 

Much could be said about the contributions of a fourth type of research, 
namely research in the chemical and mechanical fields. Space will not allow 
more than one example. Mr. Procter was appalled by fact that cottonseed oil 
mills operated only a few months a year. When he found that this was due 
to the perishable nature of cottonseed, he initiated certain technological re- 
search which resulted in the development of storage tanks in which the seed 
could be stored for the entire year. In this way, longer periods of operation 
and more steady employment have been facilitated. However, the problem of 
guaranteeing employment in our cottonseed oil mills has not as yet been solved. 
Such things as crop failures and the like have been difficult to forecast. But 
we are still working on a solution to the problem and hope eventually to ex- 
tend our employment guarantee to the mills. 

While we are on the subject of technological research, it might be well 
to mention so-called technological employment—the displacement of workers 
by technological improvements. Some prophets have predicted dire results of 
such displacements. I have no desire to play the role of prophet, as I prefer 
to leave such roles to others. But I should like to point out that the many 
technological improvements in our production methods have resulted in the 
displaced workers being trained for and transferred to other jobs. Need 
technological unemployment ever present any serious problem if industry 
develops proper methods of job training and adult education? 

A fourth and most important factor in Procter and Gamble management 
is what might be called a “personnel consciousness.” Mr. Procter and the 
other major executives are personnel minded. This attitude is constantly ex- 
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pressed in the tangible form of carefully thought-out personnel policies, of 
scientifically developed personnel practices, and of humane and ethical per- 
sonnel administration. Personnel work must start at the top of an institution, 
if personnel effectiveness is to prevail. Attempt should be made to saturate 
all members of the executive and supervisory staff with “the training motive.” 
They should be stimulated to make a hobby of discovering and developing un- 
discovered and undeveloped talent. The members of the line organization are 
the real personnel managers. 

To summarize, The Procter and Gamble Company plan of guaranteed 
employment is made possible primarily by: 


1. A sound plan of organization, 

2. A system of budgetary contro! and long time planning which enables 
us to make only what we know we can sell, 

3. A research program which brings us the facts necessary for accurate 
planning, and 


4. A personnel point-of-view which is expressed in sound policies and 
practices. 


There are many other items which could be mentioned, but a dissertation on 
scientific management would be necessary in order to include them all. 

The Company does not claim that the plan is without flaws. Nor does it 
suggest that the plan is applicable to all businesses. On the other hand, it is 
felt that, basically, the plan is sound and it is hoped that, as time goes on, con- 
stant improvements will be effected. 





Postal Telegraph Incentive Plans 


By Epwin F. Cu1ntunp, Comptroller, 
International Telephone and Telegraph Corporation 


ONE of the most difficult duties of management is to provide compensation 

for all employees proportioned as closely as possible to the value of serv- 
ices received. Successful management depends to a great extent on the suc- 
cess with which this problem is solved. The officers of the International Tele- 
phone and Telegraph Corporation and of the Postal Telegraph-Cable Com- 
pany have given a great deal of thought to the problem of establishing incen- 
tives that would produce the best coordinated efforts of all its personnel, and 
with the help of management counsel, have worked out a system of several 
incentive bonus plans to cover practically all members of the widespread or- 
ganization of the Postal Telegraph. 

The plans were announced in May, and put into operation as of June 1, 
1931. They are not profit sharing plans. The bonus of each employee is de- 
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pendent on his own measured performance or that of a small group in which 
his individual efforts are an important determining factor. Profit sharing 
plans, dependent on the success of a whole company, fail to furnish any ade- 
quate incentive, when applied generally to the personnel of a large company, 
because each employee’s own efforts have so little effect on the aggregate re- 
sults. But in the incentive plans adopted by Postal the employees are divided 
into small groups, whose performance can be measured with fair accuracy, 
and the bonus of each employee will be closely related to the effectiveness with 
which he does his own work. An employee who produces results can earn 
a bonus even in this period of depressed business, and irrespective of the 
results attained by the company as a whole. 

One of the plans, applicable separately to each office or small group of 
offices, embraces some eighty per cent of all the regular employees. It dis- 
tributes a percentage of all revenue in excess of a standard to be set for each 
office to the employees of that office. This plan is intended to stimulate the 
sales campaign and at the same time lead every employee to render the best 
service within his power. Of the betterment in revenue over the standard set, 
8 per cent will be paid in bonuses monthly, while 2 per cent or more will be 
reserved for an annual bonus. Since deficiency below the standard in any 
month will give rise to a debit against this annual bonus, there will be a stimu- 
lus, even in a month when it becomes evident that the standard cannot be 
reached, to secure all the revenue possible. The annual bonus is graduated 
upward if the revenue exceeds the standard by 25 per cent or more, so that 
higher bonuses will be earned for the offices that attain 25 per cent, 50 per 
cent or 100 per cent increase in business. Within each group the bonus fund 
will be divided in proportion to salaries. 

An additional and different kind of plan is provided for the managers 
and branch managers because their duty of increasing the revenue is linked 
with the condition that it must be done without disproportionate increase of 
expense. For each office an allowed expense will be determined on the basis 
of measured performance and the excess of allowed expense over actual ex- 
pense will be called the earned betterment. A percentage of the earned better- 
ment in each office will constitute the bonus fund for the manager or branch 
manager. In some cases, as in the large cities, the computation may be partly 
on the combined results of the group of offices. One half will be paid monthly 
while the other half is reserved for an annual bonus, designed to sustain effort 
even in those months when it becomes evident that no monthly bonus can be 
earned. The percentage of the earned betterment that will be devoted the bonus 
funds will vary in the various groups according to their circumstances. The 
standards and percentages will be so set that only extra effort can produce a 
bonus, but that reasonable extra effort will produce a substantial reward. 

The chief operators and other responsible heads of the Traffic Depart- 
ment, which is devoted to handling messages rather than securing them, will 
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have their bonus based on keeping within certain standards set for the cost 
per message. 

The Plant Department will participate in a bonus fund derived partly 
from success in keeping down the expense of maintenance and partly from 
earned betterments reported by the Commercial and Traffic Departments 
which the plant serves. 

The district, divisional and headquarters officials and staffs will partici- 
pate in bonus funds based on the net earned betterments of all the groups 
under their jurisdiction. The percentages will be so fixed as to reward only 
extra effort, but will allow substantial reward wherever reasonable extra effort 
has been effectively applied. 

‘ Despite depressed business conditions, many groups of Postal Telegraph 
employees are already earning bonuses. In June one third of the offices man- 
aged to increase their volume of business above the standards set and earn 
a revenue bonus. Since the standards were set well above the actual volume 
of the corresponding month in 1930, it is evident that those particular offices 
deserved recognition for outstanding accomplishment, irrespective of the re- 
sults of the company as a whole. 

Although the remaining two thirds of the offices fell short of their stand- 
ards, and failed to earn any bonus, it seems probable that even there the bonus 
plan may have had some effect in preventing a heavier decline in the volume 
of business than actually took place. 

The revenue bonus plan resembles somewhat a commission to salesmen, 
and no one would question the soundness of paying a commission for getting 
new business. But getting new business is not the only requirement for earn- 
ing the revenue bonus. The old business must at the same time be retained, 
because it is only the increase in total that counts. Every employee is a sales- 
man, for every one can make his contribution to the speed, accuracy and 
courtesy of the service, and those are the things that hold and get business. 

All the other plans are so designed that they can only award a bonus if 
the employee or his small group have contributed more than normally to the 
net earnings of the Company. For the salaries paid we expect good service, 
and our standards are set on that basis. To beat the standards will require 
more than ordinarily good work. It will require that extra effort, sagacity 
and diligence that is usually found only in proprietors running their own 
business. But that is what we hope to secure from all our supervisory forces. 
It deserves a reward, and can only be secured by offering one. And the re- 
ward in each case is based on the measured accomplishment of the group in 
contributing more than normally to the net earnings of the Company. 

The Postal Telegraph incentive bonus plans are so designed that the com- 
pany will profit every time an employee earns a bonus, and at the same time 
they offer employees prompt recognition in their pay checks proportioned to 
their achievements. 
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AMERICAN MANAGEMENT ASSOCIATION 
The Council 
(Continued from second page) 


Members Representing Production Division 
Ws. J. Burcer, Works Manager, The Warner & Swasey Company 


D. N. Ives, Factory Manager, Ritter Dental Manuiacturing Company, Inc. 

W. S. Lanpes, President, Celluloid Corporation ; 

T. C. O’Donnett, Works Manager, Gilbert & Barker Manufacturing Company 

W. _E. Umstattp, Factory Manager, The Timken Roller Bearing Company. 

S. M. Woopwarp, General Manager of Manufacturing, C. G. Conn, Ltd. 
Members Representing Public Relations Division 

G. S. Brus, Assistant to President, Shell Eastern Petroleum Products 

R. D. Hess, Public Relations Department, Swift & Company 

H. Wituiam Kare, Vice-President, Hotels Statler Company, Inc. 

AMES L. Mappven, Third Vice-President, Metropolitan Life Insurance Company 

¥ A. Russet, Vice-President, The Northern Trust Company 

P. L. Tuomson, Director of Public Relations, Western Electric Company 


Members Representing Shop Methods Division 


Joun P. Criyne, Production Control Manager, White Sewing Machine Company 
E. E. Brinkman, Industrial Engineer, Holeproof Hosiery Co. 


eae EN — ae Professor and Head, Department of Industrial Engineering, The University of 
ittsburg 


Joun Paut Jones, Industrial Engineering Department, Standard Oil Company (Indiana) 
Greorce T. Trunpie, Jr., President, The Trundle Engineering Co. 
E. K. Wennertunp, Director, Works Managers Committee, Factory-Production Engineering Section, 
General Motors Corporation. 
Members Representing Institute of Management 


Cartg M. BictLtow, President, Bigelow, Kent, Willard & Co., Inc. 

Ernest F, DuBrut, General Manager, National Machine Tool Builders’ Association 

F. RicumMonp F.ietcuer, Partner, Scovell, Wellington & Company 

Wituiam J. Retry, The William J. Reilly Company 

F. L. Rowtanp, Secretary, The Lincoln National Life Insurance Company 

Sanrorp E, Tuompson, President, The Thompson & Lichtner Co., Inc. 

Members Representing Mississippi-Missouri District 

P. Vat Kors, Vice-President and General Manager, Provident Chemical Works 

R. C. Kuwpew., Vice-President and General Manager, Hughes Tool Company 
Members Representing Pacific Coast 

W. ¥. panna, Vice-President and Treasurer, California and Hawaiian Sugar Refining Corporation, 

t 


Freveric Views, Vice-President, American Potash & Chemical Corporation 


Members Representing Rocky Mountain States 


E. G. Plowman, Director, Bureau of Business and Social Research, University of Denver 
O. A. Wetter, Budget Director, Public Service Company of Colorado 


Members Representing Canada 


Crement Say, Secretary and Treasurer, Northern Electric Company, Ltd. 
A. E. Watrorp, Controller, Jas. A. Ogilvy’s, Limited 


Secretary of The Council 


W. J. Donatp, Managing Director, American Management Association 
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